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pondingly the volume of savings) depends not on the current rate
of saving but on the extent to which future increments in income
could be ploughed back. Economic growth then would no longer
be conditioned in a very absolute sense by the past, but be financed
as a draft on the future.
This would appear to be a surprising result, if savings are looked
at in a static way. In reality, however, modern methods of finance,
evolved during the last three centuries, suggest that a large part of
the grant of a line of credit—whether for one month, three months,
a year or longer—to an individual or an enterprise is essentially a
draft on the future growth expected to be realized through the efforts
of this individual or enterprise. If the individual or the enterprise
succeeds, the line of credit is repaid in the stipulated period and the
financing is considered a successful venture; if not, it is a failure.
Thus, it is essentially the confidence in the future growth that makes
such an extension of credit possible. As with individuals, so also
with economies. Future growth, thus, need not be conditioned by the
level of current savings but could be financed as a draft on the future.
The line of reasoning in this article suggests two conclusions
which have great relevance for the economic development of pre-
industrial countries.
(1) It indicates that over a period of time raising investment in
order to attain higher rates of growth does not require a decline in
aggregate consumption ; in fact, the rise in investment and consum-
ption is directly correlated and only those economies which
raise the volume of investments faster can expect a potentially
larger increase in consumption than elsewhere.2
3 In the experience of countries of western Europe, with respect to differences
in the growth in their incomes in the last decade "high rates of growth of output
have thus usually been associated with high levels, as well as with faster than
average rates of growth, of investment; and the income created by the larger
rises in investment appears to have been sufficient in such cases to assure a
relatively greater rise in consumption also than elsewhere. These correlations
underline the importance of the dynamic functional relationship between
income and investment : if a sufficiently high level of investment is achieved,
absolute levels of consumption can also be significantly raised over a fairly
short period of time, though some sacrifice by consumers may well
be required in the early years." ECE, Economic Survey of Europe in 1958,
Chapter V, p. 2 ; also Patel, Surendra J.» "Growth in Income and Investment
in India and China, 1952-60" in The Indian Economic Review, February
1957, p. 67.

